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SECURITIES AND EXCHANGE COMMISSION
The 47th Annual Report of the SEC, for the fiscal year which ended 9/30/81, was
recently issued and is available to the public. The Report describes the acti
vities of the Commission in a wide variety of areas in which it performed during
the period. Among the major topic areas covered are : Regulation of the Securities
Markets; the Disclosure System; Investment Companies and Advisors; Enforcement
Program; Public Utility Holding Companies; and, Corporate Reorganization. Copies
of the Report are available for $7.50 from the Superintendent of Documents, U.S.
Government Printing Office, Washington, D.C. 20402. Please refer to stock num
ber 046-000-00125-7.
SPECIAL:

AICPA TESTIFIES ON HOUSE VERSION OF TAXPAYER COMPLIANCE MEASURE

Continued careful study of two major tax bills by Congress, prior to enactment
into law, was recommended by the AICPA in testimony before the House Ways and
Means Committee, on 5/18/82. Appearing on behalf of the AICPA’s Federal Taxa
tion Division, Douglas Banks commented on H.R. 6300, introduced by Rep. Dan
Rostenkowski (D-IL), Chairman, Ways and Means Committee, and H.R. 5829, intro
duced by Rep. Barber Conable (R-NY), the Committee's ranking minority member.
Addressing Section 125 of H.R. 5829 which provides for a penalty for substantial
understatement of tax arising from items not disclosed on the taxpayer's return,
Banks objected on the grounds that the Section would sharply limit the taxpayer's
right to a good faith dispute about the interpretation of a statute, regulation
or ruling. In addition, he stated that "a conscientious practitioner would
thus be placed in a position where he might be perceived by his or her client
as an advocate of the IRS and an adversary of the taxpayer." Turning to H.R.
6300, Banks stated that the AICPA agrees with the concept that audits of partner
ships by the IRS should be conducted on a centralized basis and that most of the
administrative aspects contained in the bill are workable and desirable. The
AICPA did not agree with two of the proposed major changes to the system of
partnership taxation. Banks stated that the proposed unified judicial appeals
process does not permit partners, other than the tax matters partner, their
choice of judicial forums for partnership issues raised by the IRS. He also
objected to the proposed change which would not permit partners to pay the tax
proposed as a deficiency on the partnership and file a refund claim within two
years after the payment (as under existing law). The proposal, according to
Banks, eliminates the right of a taxpayer (the partnership) to benefit from
subsequent favorable decisions (even of the Supreme Court) or from changes of
position by the IRS during that two year period. The bills are currently pending
before the Ways and Means Committee, with nothing further scheduled at this time.
SPECIAL:

BILL INTRODUCED TO REVISE TAX TREATMENT OF BENEFIT PLANS

A bill proposing major revisions in the tax treatment of employee benefit plans
was introduced by Rep. Charles Rangel (D-NY), Chairman, Oversight Subcommittee,
Committee on Ways and Means, on 5/19/82. The bill has two major objectives
according to Rep. Rangel: to provide greater tax incentives for the compre
hensive inclusion of the broadest possible class of employees in tax-subsidized
pension and statutory fringe benefit plans and to reduce the excessively high
tax limits on tax-free accumulations under corporate pension plans. The legis
lation would amend current law with respect to contribution and benefit limits
on qualified pension plans in several ways:
it will reduce the deductible
limits from $45,475 to $136,425 to $30,000 and $90,000; it repeals annual costof-living indexing of these limits; it raises the deductible limits for Keogh
plans to $30,000, while requiring that professional service corporations come
under present law applicable to self-employed plans; and, it places a limit on
the estate tax exclusion for annuities paid to a beneficiary under retirement
programs, with the new cap being $500,000. This legislation will be considered
by the full Ways and Means Committee on 6/8/82.

-2DEFENSE, DEPARTMENT OF
A proposal to transfer the functions of the now defunct CASB to the OFPP was deleted
from H.R. 5540, the "Defense Industrial Base Revitalization Act/' at a 5/6/82
House Banking Committee mark-up session. At the same time, the Senate Banking
Committee, on 5/12/82, included a similar proposal in S. 2375, a bill which
seeks to extend the Defense Production Act. The Senate version differs from
the House in that the functions would be transferred to the OMB instead of
the OFPP. The House dropped the provision on the grounds that the defense
industry opposes the transfer.
In a related matter, during the 5/12/82 Senate consideration of S. 2248,
the Defense Department authorization legislation, an amendment was offered by
Sen. Roth (R-DE), and approved by the Chamber, creating a statutory office of
Inspector General within the Department. Under the approved legislation, the
Inspector General will be under "the authority, direction and control of the
Secretary of Defense."
FEDERAL RESERVE BOARD
An FRB commentary on Regulation Z, Truth in Lending has recently been released
by the Board (see the 5/13/82 Fed. Reg., pp. 20603-16). The commentary applies
the requirements of the revised regulation to open-end and closed-end consumer
credit plans. Changes in the Regulation Z commentary would give creditors more
flexibility in making disclosures while keeping consumer protections. Addition
ally, a proposed change involves variable-rate disclosures. Open-ended credit
plans would be covered where
rate changes are part of the plan and tied to
an index or formula. Comments are requested by 6/28/82. For additional infor
mation contact the FRB at 202/452-3667.
In a related matter, the Board issued a final commentary on consumer
leasing, Regulation M, which was formerly incorporated in Regulation Z . Sub
stantive changes involve identification of disclosable security interests,
clarification of periodic payment components used to calculate the total lease
obligation, description of the basis of disclosures and explanation of who makes
disclosures in multiple lessor transactions. Regulation M is effective as of
5/12/82. For additional information contact Claudia Yarus at 202/452-3667.
FEDERAL TRADE COMMISSION
Legislation, recently approved by the Senate Commerce Committee, which will eliminate
Federal Trade Commission authority over state-regulated professionals and unfair
advertising, will be "strongly opposed" by Commerce Committee Chairman Sen. Bob
Packwood (R-OR) . In a press release from the Committee, Sen. Packwood is
described as opposing the exemptions as harmful to consumers, and will work
with his colleagues, FTC Chairman James Miller and the Reagan Administration
to modify the bill. S. 2499 was approved by Sen. Packwood's Committee 12-3 in
a recent vote.
LABOR, DEPARTMENT OF
Definition of plan assets, fiduciary responsibility and trust requirements were
the subjects of final regulations recently issued by the Office of Pension and
Welfare Benefit Programs (see the 5/18/82 Fed. Reg., pp. 21241-48). The regu
lations describe the assets that an employee benefit plan is deemed to acquire for
fiduciary responsibility purposes when the plan invests in certain governmental
mortgage pools. The regulations also describe how the ERISA requirement re
garding how plan assets must be held in trust may be satisfied with respect to
specified kinds of property. The regulations are effective 5/17/82. For addi
tional information contact William Schmidt at 202/523-9592.

-3SPECIAL:

PROPOSED PERISA LEGISLATION WOULD LIMIT SCOPE OF AUDIT

Scope of audit limitations for public employee pension plans are contained in two
bills under current consideration by the Senate Committee on Labor and Human
Resources. S. 2105 and S. 2106, the "Public Employee Retirement Security Acts
of 1982," were introduced earlier this year to require basic reporting, dis
closure and fiduciary standards be met by all public employee pension plans.
Audit sections of both bills dealing with the requirements for an examination,
by an independent qualified public accountant, of the financial statements
and schedules of the plans, include provisions which exempt certain statements
of actuaries, banks and similar institutions and insurance carriers from the
scope of the audit. In the section dealing with actuaries, the bills state:
"In offering an opinion under this subsection, the accountant shall rely on
the correctness of any actuarial matter certified to by an enrolled actuary."
Opposition to these sections in S. 2105 and S. 2106 is being transmitted to
the Manbers of the Senate Committee on Labor and Human Resources by CPAs who
are constituents of those particular Senators. This effort, on behalf of the
profession, is being coordinated by the AICPA's Washington, D.C. Office in
conjunction with the AICPA Federal Legislative Key Person Program and numerous
State CPA Societies.
In general, Members of the Senate Labor Committee are
being asked to delete those sections which, if retained and enacted into law,
would most likely force auditors to disclaim an opinion on the financial state
ments because of limitations on the scope of the audit. The House of Represen
tatives is considering similar legislation.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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